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Limitation of Government AppropriationsInitiative Constitutional Amendment
Official Title and Summary Prepared by the Attorney General
LIMITATION OF GOVERNMENT APPROPRIATIONS. INITIATIVE CONSTITUTIONAL AMENDMENT.
Establishes and defines annual appropriation limits on state and local governmental entities based on annual
appropriations for prior fiscal year. Requires adjustments for changes in cost of living, population and other specified
factors. Appropriation limits inay be established or temporarily changed by electorate. Requires revenues received in
excess of appropriations permitted by this measure to be returned by revision of tax rates or fee schedules within two
fiscal years next following year excess created. With exceptions, provides for reimbursement of local governments for
new programs or higher level of services mandated by state. Financial impact: Indeterminable. Financial impact of this
measure will depend upon future actions of state and local governments with regard to appropriations that are not
subject to the limitations of this measure.

Analysis by Legislative Analyst
Background:
The Constitution places no limitation on the amount
which may be appropriated for expenditure by the
state or local governments (including school districts),
provided sufficient revenues are available to finance
these expenditures. Nor does the Constitution limit the
amount by which appropriations in one year may exceed appropriations in the prior year.
Proposal:
This ballot measure would amend the Constitution
to:
• Limit the growth in appropriations made by the
state and individual local governments. Generally,
the measure would limit the rate of growth in appropriations to the percentage increase in the cost
of living and the percentage increase in the state or
local government's population.
• Establish the general requirement that state and
local governments return to the taxpayers moneys
collected or on hand that exceed the amount appropriated for a given fiscal year.
• Require the state to reimburse local governments
for the cost of complying with "state mandates."
"State mandates" are requirements imposed on local governments by legislation or executive orders.
The appropriation limits would become effective in
the 1980-81 fiscal year, which begins on July 1, 1980, and
ends on June 30, 1981. These limits would only apply to
appropriations financed from the "proceeds of taxes,"
which the initiative defines as:
• All tax revenues (we are advised by Legislative
Counsel that this would include those tax revenues
carried over from prior years);
• Any proceeds from the investment of tax revenues;
and
• Any revenues from a regulatory license fee, user
charge or user fee that exceed the amount needed
to cover the reasonable cost of providing the regulation, product or service.

16

The initiative would not restrict the growth in appropriations financed from other sources of revenue, including federal funds, bond funds, traffic fines, user fees
based on reasonable costs, and income from gifts.
The appropriation limit for the state government in
fiscal year 1980-81 would be equal to the sum qf all
appropriations initially available for expenditure during the period July 1, 1978-June 30, 1979, that were
financed from the "proceeds of taxes," less amounts
specifically excluded by the measure (discussed below), with the remainder adjusted for changes in th(
cost of living and population. The appropriations limit
for each succeeding year would be equal to the limit for
the prior year, adjusted for changes in the cost of living
and population. Thus, even if the state appropriations in
a given year were held below the level permitted by
this ballot measure, the appropriation limit for the following year would not be any lower as a result. The
limit would still be based on the limit for the prior year,
and not on the actual level of appropriations for that
year.
The following types of appropriations would not be
subject to the state limit:
(1) State financial assistance to local governmentsthat is, any state funds which are distributed to
local governments other than funds provided to
reimburse these governments for state mandates;
(2) Payments to beneficiaries from retirement, disability insurance and unemployment insurance
funds;
(3) Payments for interest and redemption charges
on state debt existing on January 1, 1979, or payments on voter-approved bonded debt incurred
after that date;
(4) Appropriations needed to pay the state's cost of
complying with mandates imposed by federal
laws and regulations or court orders.
We estimate that the state appropriated approxiContinued on page 20

Text of Proposed Law

This initiative measure proposes to add a new Article XIII
B to the Constitution; therefore, new provisions proposed to
be added are printed in italic type to indicate that they are
new.

PROPOSED ADDITION OF
ARTICLE XIII B
PROPOSED ARTICLE XIII B. CONSTITUTION
GOVERNMENT SPENDING liMITATION
SEC. 1. The total annual appropriations subject to limitation ofthe state and ofeach local government shall not exceed
the appropriations limit ofsuch entity ofgovernment for the
prior year adjusted for changes in the cost ofliving and population except as otherwise provided in this Article.
SEC. 2. Revenues received by any entity of government
in excess ofthat amount which is appropriated by such entity
in compliance with this Article during the fiscal year shall be
returned by a revision of tax rates or fee schedules within the
next two subsequent fiscal years.
SEC. 3. The appropriations limit for any fiscal year pursuant to Sec. 1 shall be adjusted as follows:
(a) In the event that the financial responsibility ofproviding services is transferred, in whole or in part, whether by
annexation, incorporation or otberwise, from one entity of
government to another, then for the year in which such transfer becomes effective the appropriabons limit of the transferee entity shall be increased by such reasonable amount as
the said entities shall inutually agree and the appropriations
nit of the transferor entity shall be decreased by the same
amount.
(b) In the event that the financial responsibility ofproviding services is transferred, in whole or in part, from an entity
ofgovernment to a private entity, or the financial source for
the provision of services is transferred, in whole or in part,
from other revenues ofan entity ofgovernment, to regulatory
licenses, user charges or user fees, then for tlle year of such
transfer the appropnations limit ofsuch entity ofgovernment
shall be decreased accordingly.
(c) In the event of an emergency, the appropriation limit
may be exceeded provided that the appropriation limits in
the following three years are reduced accordingly to prevent
an aggregate increase in appropriations resulting from the
emergency.
SEC. 4. The appropnations limit imposed on any new or
existing entity of government by this Article inay be established or changed by the electors ofsuch entity, subject to and
in conrormity with constitutional and statutory voting requirements. The duration of any such change shall be as detennined by said electors, but shall in no event exceed four
years from the most recent vote of said electors creating or
conbilUing such change.
SEC. 5. Each entity of government may establish such
contingency, emergency, unemployment, reserve, rebrement, sinking fund, trust, or similar funds as it shall deem
reasonable and proper. Contributions to any such fund, to the
extent that such contributions are derived from the proceeds
oftaxes, shall for purposes ofthis Article constitute appropriations subject to limitation in the year ofcontribution. Neither
withdrawals from any such fund, nor expenditures of (or aulhorizab'ons to expend) such withdrawals, nor transfers
between or among such funds, shall for purposes of this Article constitute appropriabons subject to limitation.

SEC. 6. . Whenever the Legislature or any state agency
mandates a new program or higher level of service on any
local government, the state shall provide a subvention of
funds to reimburse such local government for the costs ofsuch
program or increased level ofservice, except that the Legislature may, but need not, provide such subvention of funds for
the following mandates:
(a) Legislative mandates requested by the local agency
afTected;
(b) Legislation defining a new crime or changing an existing definibon of a crime; or
(c) Legislative mandates enacted prior to January I, 1975,
or executive orders or regulatIons initially implementing
legislation enacted prior to January 1, 1975.
SEC. 7. Nothing in this ArbCle shall be construed to impair
t},e abI1ity of the state or ofany local government to meet its
obligations with respect to exisbng or future bonded Indebtedness.
SEC. 8. As used In this Article and except as otherwise
expressly provided herein:
(a) "Appropriations subject to limitation" of the state shall
mean any authorization to expend during a fiscal year the
proceeds of taxes levied by or for the state, exclusive of state
subventions for the use and operation of local government
(other than subventions made pursuant to Section 6 of this
Article) and further exclusive ofrefunds oftaxes, benefit payments from rebrement, unemployment Insurance and disability insurance funds;
.
(b) "Appropriations subject to limitation" of an enb'ty of
local government shall mean any authorization to expend
during a fiscal year the proceeds of taxes levied by or for that
entity and the proceeds of state subventions to that entity
(other than subventions made pursuant to Section 6 of this
Article) exclusive of refunds of taxes;
(c) "Proceeds of taxes " shall include, but not be restricted
to, all tax revenues and the proceeds to an entity ofgovernment, from (i) regulatory licenses, user charges, and user fees
to the extent that such proceeds exceed the costs reasonably
borne by such entity in providing the regulation, product, or
service, and (ii) the investment oftax revenues. With respect
to any local government, "proceeds of taxes" shall include
sub~'entions received from the state, other than pursuant to
Section 6 of this Article, and, with respect to the state, proceeds of taxes shEdl exclude such subventions;
(d) "Local government" shall mean any city, county, city
and county, school district, special district, authority, or other
polibcal subdivision of or within the state;
(e) "Cost ofliving " shall mean the Consumer Price Index
for the United States as reported by the United States Department ofLabor, or successor agency of the United States Government; provided, however, that for purposes of Section 1,
the change in cost of living from the preceding year shall in
no event exceed the change in California per capita personal
income from said preceding year;
(f) "Population" of any entity of government, other than
a school district, shall be determined by a method prescribed
by the Legislature, provided that such determination shall be
revised, as necessary, to reflect the periodic census conducted
by the United States Department of Commerce. or successor
agency of the United States Government. The population of
any school district shall be such school districts average daily
Continued on page 22
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Limitation of Government AppropriationsInitiative Constitutional Amendment
Arguments in Favor of Proposition 4
it will force return of any additional taxation to voter control! To
protect our government's credit rating on behalf of the taxpayers, the
limit does not apply to user charges required to meet obligations to
the holders of existing or future bonds regardless of voter approval.
For California's sake, we sincerely urge a Yes vote on Proposibon
4 to continue the Spirit of Proposition 13.

The 'Spirit of 13' citizen-sponsored initiative provides permanent
constitutional protection for taxpayers from excessive taxation. A 'yes'
vote for Proposition 4 will preserve the gains made by Proposition 13.
VERY SIMPLY, this measure:
1) WILL limit state and local government spellding.
2) WILL refund or credit excess taxc:: received by the state to the
taxpayer.
3) WILL curb excessive user fees imposed by local government.
4) WILL eliminate government waste by forcing politicians to rethink priorities while spending our tax money.
5) WILL close loopholes government bureaucrats have devised to
evade the intent of Proposition 13.

PAUL GANN
Coauthor, Proposition 13
CAROL HALLETT
Member of the Assembly, 29th Distnct
Assembly ·Minority Leader

No government should have an unrestricted right to spend the
taxpayer's money. Government should be subject to fiscal discipline
no less than the citizens it represents.
Proposition 4 is a thoughtfully drafted spending limit. It will require
state and local governments to limit their budgets yet provide for
reasonable growth and meet emergencies.
It will not require wholesale cuts in necessary services. Californians
want quality education, health services, police and fire protection.
Our citizens want to provide adequately for the elderly, the disabled, the abandoned children. Such programs will not be impaired.
Government must continue to be sensitive to human needs. A
rational spending limit is not only consistent with that view, it is
essential if government services are to be rendered effectively.
Nothing hinders the prompt attention to real needs as surely as aD
inefficient bureaucracy.
We need lean, flexible, responsive government. We need sensible
spending controls that will help eliminate waste without sacrificing
truly useful programs.
Proposition 4 offers that possibility.

ADDITIONALLY, this measure:
1) WILL NOT allow the state government to force programs on
local governments without the state paying for them.
2) WILL NOT prevent the state and local governments from responding to emergencies whether natural or economic.
3) WILL :'IJOT prevent state and local governments from providing essential services.
4) WILL NOT allow politicians to ma!~e changes (in this law)
without voter approval.
5) WILL NOT favor one group of taxpayers over another.
Proposition 4 is a well researched, carefully written citizen-sponsored initiative that is sponsored by the signatures of nearly one
million Californians who know that the 'Spirit of 13' is the next logical
step to Proposition 13.
Your 'yes' vote will guarantee that excessive state tax surpluses will
be returned to the taxpayer, not left in the State Treasury to fund
useless and wasteful programs.
This amendment is a reasonable and flexible way to provide discipline in tax spending at the state and local levels and will not override
the desires of individual communitics-a majority of voters may adjust the spending limits for local entities such as cities, counties, etc.-

LEO T. McCARTHY
Member of the Assembly, 18th District
Speaker of the Assembly

Rebuttal to Arguments in Favor of Proposition 4
Don't be misled by promises!
The proponents make Proposition 4 sound like a cure-all for every
government ill. They make Proposition 4 seem like a magic wand that
will transform government into an efficient machine perfectly responsive to the public will. What nonsense!
Proposition 4
• will NOT eliminate government waste:
• will NOT eliminate user fees;
• will NOT allow governments to respond to emergencies without
severe penalty ..
What about waste? Proposition 4 puts the power to decide how
spending limits will be met right back into the hands of the very same
officials who have yet to prove they know how to cut waste. They find
it much easier to cut services than to cut fat!
What about fees? The measure itself states that user fees, service
charges and admission taxes can still be levied. (Check Sections 3(b)
and 8(c)).
What about emergencies? Every time an emergency occurs, future
expenditures in other important areas will have to be cut back. It is
irresponsible to pit everyday services (like police and fire protection)
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against the extraordinary needs of an emergency.

'.

Proposition 4
• will NOT guarantee YOU a tax refund;
• will NOT preserve needed services;
• will NOT allow California to cope with the ravages of inflation
and unemployment.
Recession and inflation are ganging up on government and on
taxpayers. Proposition 4 is too inflexible to assure adequate government services for an uncertain future.
VOTE NO ON PROPOSITION 4!
JONATHAN C. LEWIS
Executiye Director
California Tax Reform Association
SUSAN F. RICE
President
League of Women Voters of California
JOHN F. HENNING
Executiye Secretary- Treasurer
California Labor Federation AFL-CIO

Arguments printed on this page are the opinions of the authors and have not been
checked for accuracy by any official agency.

Limitation of Government Appropriations Initiative Constitutional Amendment
Argument Against Proposition 4
Proposition 4 DOES NOT guarantee that the "fat" will be cut from
government. Proposition 4 IS NOT tax reform. Proposition is,
instead, a rash measure that places a straitjacket on government at
the very moment when Californians are faced with an uncertain
economic future.
Some of the state's largest businesses, financial institutions, utilities,
agribusiness and real estate interests spent $537,000 putting
Proposition 4 on the ballot. Doesn't it strike you as strange that these
interests are backing a so-called "grassroots" initiative?
All Californians are understandably concerned about rising taxes.
We all want efficient government and a fair tax system. But who will
really benefit from Proposition 4? Will it be you or the special
interests backing this measure?
Proposition 4 does not guarantee tax relief for the individual. There
is no guarantee that any excess government revenues will necessarily
be used to lower your taxes. Genuine tax reform means changing the
tax system so everyone pays his or her fair share.
During the past 20 years the burden of taxation has shifted from
business and commercial interests to the individual taxpayer. The
percentage of state and local taxes paid by business has dropped from
57% to only 37%. This partially accounts for the increase in your tax
bills.
It is a myth to believe that Proposition 4 will streamline
government. Nowhere in the proposal is there a requirement to cut

'*

unnecessary or wasteful government spending. The "fat" in
government could go untouched while cuts are made in vital and
important services.
Passage of this measure could cripple economic growth in
California. There will be no advantage for cities and counties to
approve new commercial developments. Because of the spending
limitation, revenues generated by new commercial development
cannot be spent by local entities already at their spending limit.
However, services must still be provided to new commercial and
housing developments, which will result in a reduction in the level of
services already provided to existing residents and businesses.
Communities will be forcd to choose between creating new jobs and
cutting services.
Proposition 4 is smokescreen politics. That is why we ask you to join
us in voting NO.
JONATHAN C. LEWIS
Executive Director
California Tax Reform Association
SUSAN F. RICE
President
League of Women Voters of California
JOHN F. HENNING
Executive Secretary-Treasurer
California Labor Federation, AFL-CIO

Rebuttal to Argument Against Proposition 4
The arguments submitted by the groups opposing Proposition 4
should come as no surprise-particularly to those of us who supported
Proposition 13 last year. Scare tactics, distortion and a healthy smattering of "buzzwords" are the same devices used time and again
against the people whenever they decide it's time to offer a logical
and reasonable solution. In this case, the people simply want to place
a limit on government spending.
If you are among the people who think government should not
have the unrestricted right to spend taxpayers' money, you can recite
these facts to your friends and neighbors.
FACT: In the past 20 years, government spending increased 5
times beyond the allowable limits of Proposition 4.
FACT: Proposition 4 requires that surplus funds be returned to
the taxpayers.
FACT: Proposition 4 will force politicians to prioritize and

economize just as households and small businesses do to make ends
meet.
FACT: Proposition 4 is supported by nearly one million voter
signatures, the Democratic and Republican leaders of the State
Assembly, state cochairperson Secretary of State March Fong Eu,
the California Taxpayers' Association, the California Chamber of
Commerce, the 83,000 family-farm member California Farm Bureau, the 55,000 small business member Federation of Independent
Business, local taxpayer associations, and scores of civic and community leaders concerned about the ever-increasing growth of
government spending.
Please join us in voting "Yes" on Proposition 4· to maintain the
Spirit of 13.
PAUL GANN
Coauthor. Proposition 13

'Arguments printed on this page are the opinions of the authors and have not been
checked for accuracy by any official agency.

19

ANALYSIS OF PROPOSITION 4-Continued from page 16

mately $7.9 billion from the "proceeds of taxes" in fiscal
year 197&-79, after taking into account the exclusions
listed above. This amount, referred to as "appropriations subject to limitation," represents approximately
40 percent of total General Fund and special fund appropriations made for that fiscal year. The main reason
why the state's appropriation limit covers less than half
of the state's total expenditures is that a large proportion of total state expenditures represents funds passed
on to local governments for a variety of public purposes.
Under this ballot measure, these funds would be subject
to the limits on local, rather than state, appropriations.
The appropriation limit for a local government in
fiscal year 1980--81 would be equal to the sum of all
appropriations initially available for expenditure during the period of July 1, 197&-June 30, 1979, that were
financed from the "proceeds of taxes," plus state financial assistance received in that year, less amounts specifically excluded by the measure (discussed below). with
the remainder adjusted for changes in the cost of living
and population. The appropriations limit in each subsequent year would be equal to the limit for the prior
year, adjusted for changes in the cost of living and population. For each school district, "population" is defined
in this measure as the district's average daily attendance.
The following types of appropriations would not be
subject to the local limit:
(1 ) Refunds of taxes;
(2) Appropriations required for payment of local
costs incurred as a result of state mandates. (The
initiative requires the state to reimburse local
governments for such costs, and the appropriation of such funds would be subject to limitation
at the state leveL);
(3) Payments for interest and redemption charges
on debt existing on or before January 1, 1979, or
payments on voter-approved bonded debt incurred after that date;
(4) Appropriations required to pay the local government's cost of complying with mandates imposed
by federal laws and regulations or court orders.
Furthermore, any special district which was in existence on July 1, 1978, and which had a 1977-78 fiscal year
property tax rate of 12~ cents per $100 of assessed value
or less, would never be subject to a limit on appropriations. Special districts which do not receive any funding
from the "proceeds of taxes" would also be exempt
from the limits.
.
Under the initiative, the limit on state or local government appropriations could be changed in one of
four ways:
(1) An appropriation limit may be' changed temporarily if a majority of voters in the jurisdiction
approve the change. Such a change could be
made for one, two, three, or four years, but it
could not be effective for more than four years
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unless a majority of the voters again voted tr
change the limit.
(2) In the event of an emergency, an appropriation
limit may be exceeded for a single year by the
governing body of a local government without
voter approval. However, if the governing body
provides for an emergency increase, the appropriation limits in the following three years would
have to be reduced by an amount sufficient to
recoup the excess appropriations. The initiative
does not place any restrictions upon the types of
circumstances which may be declared to constitute an emergency.
(3) If the financial responsibility for providing a program or service is transferred from one entity of
government to another government entity, the
appropriation limits of both entities must be adjustedby a reasonable amount that is mutually
agreed upon. Any increase in one entity's limit
would have to be offset by an equal decrease in
the other entity's limit.
(4) If an entity of govermnent transfers the financial
responsibility for providing a program or service
from itself to a private entity, or the source of
funds used to support an existing program or
service is shifted from the "proceeds of taxes" to
regulatory lice,lse fees, user charges or use fees,
the entity's a, )propriation limit must be decreased accordingly.
If, in any fiscal year, an entity of government were to
receive or have on hand revenues in excess of the
amount that it appropriates for that year, it would be
required to return the excess to taxpayers within the
next two fiscal years. The initiative specifies that these
funds are to be returned by lowering tax rates or fee
schedules. In addition, Legislative Counsel has advised
us that direct refunds of taxes paid would also be permitted under the measure.
Because certain types of appropriations would not be
directly subject to the limitations established by this
ballot measure, it would be possible for the state or a
local government with excess funds to spend these
funds in the exempt categories rather than return the
funds to the taxpayers. For example, the state could
appropriate any excesS"revenues for additional financial
assistance to local governments, because such assistance
is excluded from the limit on state appropriations.
(This, in turn, might result in the return of excess revenues to local taxpayers if a local government were unable to spend these funds within its limit.) Similarly, a
local government with an unfunded liability in its
retirement system could appropriate its excess revenues to reduce the liability, as such an appropriation
would be considered a payment toward a legal "indebtedness" under this ballot measure.
Finally, the initiative would establish a requirement
that the state provide funds to reimburse local agencies

r the cost of complying with state mandates. The initiative specifies that the Legislature need not provide
such reimbursements for mandates enacted or adopted
prior to January 1, 1975, but does not require explicitly
that reimbursement be provided for mandates enacted
or adopted after that date. Legislative Counsel advises
us that under this measure the state would only be
required to provide reimbursements for costs incurred
as a result of mandates enacted or adopted after July 1,
1980.
Fiscal Impact:
This proposition is primarily intended to limit the
rate of growth in state and local spending by imposing
a limit on certain categories of state and local appropriations. As noted above, approximately 60 percent of current state expenditures would be excluded from the
limit on state appropriations, although nearly all of
these expenditures would be subject to limitation at the
local level. Also, some unknown percentage of local
government expenditures would not be subject to the
limits on either state or local appropriations. Thus, the
fiscal impact of this ballot measure would depend on
two factors:
(1) What the rate 0f growth in state and local "appropriations subject to limitation" would be, in
the absence of this limitation; and
(2) The extent to which any reductions in "appropriations subject to limitation" required by the
measure are offset by increases in those appropriations not subject to limitation.
Impact on State Government. During six of the past
ten years, total state spending has increased more rapidly than the cost of living and population. Thus, it is
likely that, had this measure been in effect during those
years, it would have caused "appropriations subject to
limitation" to be less than they actually were.
It is not possible to predict with any accuracy the
future rate of growth in state" appropriations subject to
limitation." Thus it is not possible to estimate with any
reliability what effect the measure, if approved, would
have on such appropriations in the future. However,
based on the best information now available Guly
1979), we estimate that passage of the initiative would
cause state "appropriations subject to limitation" in fiscal year 1~1 to be modestly lower than they probably would be if the initiative were not approved. This
assumes that state reimbursement would only be required for state mandates enacted or adopted after July
1, 1980. If the courts ruled that reimbursement was re-

quired for mandates enacted or adopted after January
1, 1975, the impact of the measure on "appropriations
subject to limitation" would be substantial. This is because the state would be required to provide significant
reimbursements to local governments within this limitation. We have no basis for predicting the impact ih
subsequent years.
Whether this would result in a reduction in total state
spending would depend on whether the state decided
to use the funds that could not be spent under the
limitation for (1) additional financial assistance to local
go\- ernments (or for some other category of appropriations excluded from the limit), or (2) state tax relief.
Thus, the effect of this ballot measure on state spending
in 1980-81 could range from no change to a modest
reduction.
Impact on Local Governments. Existing data do not
permit us to make reliable estimates of either the appropriation limits that local governments would face in
fiscal year 1980-81 if this ballot measur~ were approved,
or what these governments would spend in that fiscal
year if the initiative were not approved. Nonetheless,
we estimate that those school districts experiencing significant declines in enrollment would have to reduce
"appropriations subject to limitation" significantly below what these appropriations would be otherwise. We
also estimate that most cities and counties, at least initially, would not be required to reduce the growth in
these categories of appropriations by any significant
amounts. However, some local governments, especially
those with stable or declining populations, could be subject to more significant restrictions on their "appropriations subject to limitation."
Whether any reductions in "appropriations subject to
limitation" caused by this measure would result in corresponding reductions in total local government expenditures and a return of excess revenues to the
taxpayers would depend on whether increased spending resulted in those categories not subject to limitation.
We have no basis for estimating the actions of local
governments in this regard.
Conclusion. Thus, while a reduction in the rate of
growth in state or local government expenditures may
result from this ballot measure in fiscal year 1980-81,
there may be instances in which no reduction in the
rate of growth in an individual government's spending
occurs. The impact of this measure in subsequent years
cannot be estimated, although the measure could cause
government spending to be significantly lower than it
would be otherwise.
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TEXT OF PROPOSITION 3

This amendment proposed by Senate Constitutional
Amendment No. 60 (Statutes of 1978, Resolution Chapter 85)
expressly adds a section to the Constitution; therefore, provisions proposed to be added are printed in italic ("pe to indicate that they are new.

PROPOSED AMENDMENT TO
ARTICLE XIII
SEC 3.5. In any year in which the assessment ratio is
- changed, the Legislature shall adjust the valuation ofassessable property described in subdivisions (0), (p) and (q) of
Section 3 of this article to maintain the same proportionate
values of such property

TEXT OF PROPOSITION 4-Continued from page 17

attendance as determined by a method prescribed by the
Legislature;
(g) "Debt service" shall mean appropriations required to
pay the cost ofinterest and redemption charges, including the
funding ofany reserve or sinking fund required in connection
therewith, on indebtedness existing or legally authorized as of
January 1, 1979 or on bonded indebtedness thereafter approved according to law by a vote ofthe electors ofthe issuing
entity voting in an elech'on for such purpose.
(h) The "appropriations limit" of each entity of government for each fiscal year shall be that amount which total
annual appropriations subject to limitation may not exceed
under Section 1 and Section 3; provided, however, that the
"appropriations limit" of each entity ofgovernment for fiscal
year 1978-79 shall be the total of the appropriations subject to
limitation of such entity for that fiscal year. For fiscal year
1978-79, state subventions to local governments, exclusive of
federal grants, shall be deemed to have been derived from ihe
proceeds of st;Jte taxes.
(i) Except as otherwise provided in Section 5, "appropriations subject to limitation" shall not include local agency loan
funds or indebtedness funds, investment (or authorizations to
in vest) funds of the state, or ofan entity oflocal government
in accounts at banks or savings and loan associations or in
liquid securities.
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SEC 9. "Appropriations subject to limitation" for each entity of government shall not include:
(a) Debt service.
(b) Appropriations required for purposes of complying
with mandates ofthe courts or the federal government which,
without discretion, require an expenditure for additional
services or which unavoidably make the providing ofexisting
services more costly
(c) Appropriations ofany special district which existed on
January 1, 1978, and which did not as ofthe 1977-78 fiscalyear
levy an ad valorem tax on property in excess of12% cents pe
$100 of assessed value; or the appropriations of any specia.
district then existing or thereafter created by a vote of the
people, which is totally funded by other than the proceeds of
taxes.
SEC 10. This Article shall be effective commencing with
the first day of the fiscal year following its adoption.
SEC 11. Ifany appropriation category shall be added to or
removed from appropriations subject to limitation, pursuant
to final judgment of any court of competent jurisdiction and
any appeal therefrom, the appropriations limit shall be adjusted accordingly. If any section, part, clause or phrase in this
Article is for any reason held invalid or unconstitutional, 'the
remaining portions of this Article shall not be afFected but
shall remain in full force and effect.

